STATE OF CALI FORNI A
DEPARTMENT OF | NSURANCE

FI LI NG | NSTRUCTI ONS

Every insurer wishing to change any rules, rates, forns, or introduce a
new program nust conplete a Rate Application or Forms Application and
file it to the Conm ssioner. The application nust include all data
referred to in Sections 1857.7, 1857.9, and 1864 of the California
| nsurance Code (CIC), a justification of the rate and that the rate
nmeets the applicable requirenents of CIC Sections 1861.01 through
1861. 16, and any other detailed supporting statistics and information as
t he Comm ssi oner may require.

Send all applications to:

CALI FORNI A DEPARTMENT OF | NSURANCE
RATE REGULATI ON DI VI SI ON

Rate Filing Bureau

45 Frenont Street, 23rd Fl oor

San Franci sco, CA 94105

Do not submt any fee with this application. Each insurer wll be
billed an adm nistrative fee.

Filing Menorandum

Attach a filing nmenmorandum i mredi ately after each CA-RA1. The filing
menor andum shoul d indicate the purpose of the filing and provide a
summary of proposed changes within the filing.

Appl i cati on

A RATE APPLI CATI ON nust be submtted for all rate and rul e changes. Al
filings containing forms (whether conmpany or an advisory organization)
must have fornms filing pages CA-FA1L and CA-FA2 attached to the rate
appl i cation.

A rate inpact includes, but is not limted to, a change in the rates
(increase or decrease) or coverage changes (broadening or restricting).

All Private Passenger Autonobile class plans nust be filed separately
froma prior approval rate application. A class plan nust be filed to
indicate the rating factors to be applied, relativities for each rating
factor, base rate, good driver discount plan and a statistical analysis
used to determne the classification variables plus any surcharges or
di scounts.
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Filings for declaration pages, application forns and install nent paynent
pl ans are considered attachnments to the |atest applicable filings
Separate approvals will not be issued to these attachnents.

Nunber of Copies of the Application and Acknow edgnent

One (1) original and two (2) paper copies of the CD application and

supporting docunents nust be submtted. ALL filings must contain a
sel f - addressed, stanped envel ope for acknow edgnent. A copy of the CA-
RAL page will be sent to the filer as acknow edgnent.

G oup Filings

Goup filings can be made for rates, forns, rules and new program
filings. If a comon database is used by several conpanies within a
group to derive the premum charge, then a group filing may be
submtted. A conplete group application and supporting docunents nust be
submtted with a separate CA-RAl1 page for each conpany within a group
filing. In addition, the group filing nust explain and support the rate
differentials between the conpanies of the group in Exhibit 24-G oup
Filing.

Printed Rate and Rul e Manual Pages

For filings requesting changes in rates or rules, the revised nmanua
rate and rul e pages nust acconpany the application. Unless the current
manual is on file with the Rate Filing Bureaus (identify CD filing
nunber), provide a copy of the rate and rule pages that are being
revi sed.

Underwiting Rul es

When underwiting rules with rate inpact are being revised, the proposed
underwiting rules as well as the present underwiting rules nust be
attached to the file. For those progranms with different rating tiers,
underwriting rules nust acconpany the filing to show which risks are
witten in each rate |evel

Filing by Line of Business Versus by Program

Filings nmust be made per line of insurance as stated in CA-RA3. For
exanpl e, Personal Earthquake should be separately filed from Personal
Homeowners Multi-Peril. Filings per line of business may be made for
speci alized or individual prograns within the Iine (such as a Commerci al
Aut onobil e Auto Dealers). The filing nust contain the rules, rates, and
forms for each coverage and provide docunentation to support the rates
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for each coverage. The rates, rules and forns for the sanme |ine of
business may be conbined in one filing. Autonobile Liability and
Aut onobi | e Physi cal Danage may be conbined in a single filing. However,
separate CA-RA5 pages nust be submtted per coverage (BlI, PD, M, UM
Conmprehensive and Collision) as well as a CA-RA5 for all coverages
conbi ned. Separate CA-RA6 and CA-RA7 nust be submtted for Liability
and Physi cal Damage. Personal autonobile data should excl ude assigned
ri sk data.

Al'l revisions to existing prograns should include all the inpacted rules
and forns.

File and Use Requirenents

File and Use provisions apply ONLY to Financial Guaranty and Credit
| nsur ance. For these lines of business, the rate or fornms should be
submtted on the File and Use format with an explanation for each
change.

The change may be inpl enented by the conpany w thout prior approval from
the Departnment of Insurance by stating the effective date. The
effective date of the change should be no earlier than the date the
application is RECEIVED by the San Francisco filing office. These
filings are subject to review and analysis by the Departnent of
| nsur ance.

For ms

When forns are being revised, the proposed forns nmust be included with
the filing as well as a copy of the current version. The fornms nust be
hi ghlighted to indicate what changes are being nmade. The application
pages nust be conpleted and an explanation of the rate or rate inpact
nmust al so be included. For forns restricting or deleting coverage, an
expl anation of prior |osses incurred nust be included.

New Pr ogr ans

A new programis a new concept w thout an existing rate manual, policy
forms and underwiting rules. It is also a programthat has not been
previously witten and its filing requires at |east one year of
projections. A rule filing differs froma new programfiling in that
rule filings are filings intended to either add, delete or limt
specific coverages to an existing program

There is no | onger a separate New Program Application. Filings for new
progranms nust be submtted on the Rate Application
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At a mninmum provide the projected figures or substitute data on CA-RAS
of the application. The m ninmum data necessary for new programfilings
are Projected Witten Premum Projected Earned Prem um Projected
Nunber of Earned Exposure Units, Projected Incurred Losses, Projected
ALAE, Projected Expenses (Comm ssions, Oher Acquisition, General
Expenses, Taxes, Licenses & Fees and ULAE), and the Projected Reserves
(Loss Reserve, LAE Reserve and Unearned Prem um Reserve). If relying
upon the data froman affiliate within a group, submt the affiliate's
historic data in addition to the projected figures. A conpl ete
application for a new program nust include CA-RA1l, 2, 3, 4, 5, 8, and
Exhibit 23-New Program In addition, ALL manual rules, underwiting
rules, rates, and fornms nust be included in a new programfiling.

Several filings are required for a new Private Passenger Autonobile
program A class plan nust be filed to indicate the rating factors to
be applied, relativities for each rating factor, base rate, good driver
discount plan and a statistical analysis used to determne the
classification variables. In addition, a prior approval rate filing is
required to support the rate |evel to be applied.

Lack of Data Availability

When an insurer is requesting the use of substitute data in place of
data required by the Departnent, the conpany nust provide Exhibit 12-
Data Availability Report.

Requi red EXHI Bl TS

The following is a summary of exhibits that nust be attached to the
application to support the figures applied in ratemaking anal ysis (CA-
RA5). Indicate the appropriate exhibit nunber in the upper right hand
corner of the page. In addition, nunber the pages in each exhibit in
consecutive order.

Exhibit 1-Filing H story

Provide a list of all the previous California Departnment of |nsurance
rate filing nunmbers that have been nmade for this |ine, subline, and
programw thin the |last three years.

Exhibit 2-Rate Level History

List all of the rate |level changes for the last five years per coverage
affected by this filing.
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Show the effective date of the rate change. The followng is an exanple
for Private Passenger Autonobile Liability:

Effective Date Bl PD MP UM Conbi ned
01-01-94 +10. 0% -5.0% +1. 0% +4. 0% +8. 0%
01-01-93 - 5.0 +2.0 0.0 0.0 -4.0
01-01-92 + 8.5 0.0 0. 00 -10.0 +8. 3
01-01-91 + 5.0 +1.0 0.00 +2.0 +4.7
01-01-90 - 5.0 -2.0 +5. 00 0.0 -4.8

Exhi bit 3-Prem um Adj ust nent Fact or

Fromthe rate level changes in Exhibit 2-Rate Level History, show how
the prem um adj ustnent factors in row 3 on CA-RA5 were derived to bring
premuns to the current rate | evel

Exhi bit 4-Prem um Trend Fact or

I ndicate how the premum trend factors in row 4 on CA-RAS were
devel oped.

Exhi bit 5-Allocated Loss Adjustnent Expense (ALAE)

Show how the all ocated | oss adj ustnent expenses in row 7 on CA-RAS were
determned from the historic costs associated with the adjustnment of
specific clains.

Exhi bit 6-Loss Devel opnment Factors

I ndi cate how the |oss developnment factors in row 8 on CA-RAS were
devel oped. This exhibit nust include the |oss devel opment triangle
which is the basis of the average of the ratios of |osses for the three
nost recent accident years available for the reporting interval.
| nsurers should submt sufficient reporting intervals to fully devel op
the | osses. Paid |osses and case-specific reserves in Exhibit 6 nust
correspond to CA-RA7 (page 2 of 3).

Exhi bit 7- ALAE Devel opnment Factors

Present the conputation of the ALAE devel opnent factors as in Exhibit 6
whi ch are shown in row 9 on CA- RAS.
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Exhi bit 8-Loss Trend, ALAE Trend, and Expense Trend

Provi de support for the loss trend, ALAE trend, and expense trend
factors in rows 10, 11, and 23 on CA-RA5. Provide selected annualized
trend factors and explain the trending methodology including the
trending period for loss trend, ALAE trend, and expense trend. Report
pai d cl ai mseverity and frequency data by cal endar quarter for at | east
12 quarters.

| f using linear or exponential nmethods to determne the trend, provide
the coefficient of determnation (R).

Exhi bit 9- Cat astrophe Adj ustnent

To support the catastrophe adjustnent factors that were shown in row 12
on CA-RA5, show how the multi-year |oading was derived. Provide a
definition of what is considered catastrophic |oss and show how the
catastrophic | osses were elimnated fromthe Hi storic Losses. Indicate
the catastrophic reserves and the portion of the catastrophic |osses
pai d.

The filing nust have sufficient and correspondi ng data for the nunber of
years the program has been witten. Include ONLY the California actua
| osses, a list of the causes of |oss and the outstanding catastrophic
reserves for large | oss years.

Exhi bit 10-Policy Term Di stribution

Explain the policy term options that are available and provide the
per cent age of business witten in each option.

Exhi bit 11-Credibility Adjustnment

If the data is not 100% credible, indicate how the loss credibility
factor and ALAE credibility factor in rows 13 and 14 on CA-RA5 were
determ ned. Provide the credibility formula or table that was used to
derive the factors. Include the credibility criteria (paraneters) and
appropriate source of substitute data.

Exhi bit 12-Conpl enentary Losses / Data Availability Report

State how the conpl enentary | osses and conpl enentary ALAE in rows 15 and
16 on CA-RA5 were determ ned.
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Support why data are unavailable to the insurer. The explanation should
i nclude: reasons why data is unavail able, references to the practices of
simlar insurers, state the source of the substitute data, justify the
use of the substitute data, discuss other feasible alternatives in place
of the substitute data, and provide a plan for providing the Departnent
with the conmpany's data when adequate data is obtained. Provi de a
statistical plan to show that data elenents will be collected for future
rate devel opnent.

Exhi bit 13-Projected Expenses / Interjurisdictional Expense Allocations

When reliable California data exist, the California data should be used
to determ ne the projected expenses in rows 17, 18, 19, and 20 of CA-
RA5. Exhibit 13 should provide the actual dollars for each of the above
expenses for the recent three years. Explain how the projected dollar
figures for the expenses were derived. The percentages nust be
cal cul ated over the direct earned prem um

In addition, California allocation of nulti-state data should be
provi ded. Were California data varies fromthe California allocation
of multi-state data, the insurer nust denonstrate the accuracy of the
data and justify any deviation fromthe insurer's experience in other
st at es.

If data is naintained on a nulti-state basis only or if California data

are not reliable, the nmnulti-state data allocated to California nmust be
used.

Exhi bit 14-Unal |l ocated Loss Adjustnent Expense (ULAE)

Detail how the unall ocated | oss adjustnent expenses in row 21 of page
CA-RA5 were derived. ULAE is |oss adjustnent expenses not considered as
ALAE.

Exhi bit 15-O her Expense ltens

Provide a breakdown of other expenses not included in Exhibit 13-
Proj ected Expenses / Interjurisdictional Expense Al ocations and Exhi bit
14- Unal | ocat ed Loss Adj ustnent Expense.
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These expenses should be listed separately by type of expense and
i ncl ude the follow ng:

Political contributions and | obbying

Executive conpensation for the five highest-paid policynmaking
positions

Bad faith judgnents

Al'l costs for unsuccessful defense of discrimnation clains
Fines and penalties

I nstitutional advertising expenses

Al'l paynents to affiliates that exceed fair market rate

Exhi bit 16-Ancillary I nconme

Show t he breakdown of the ancillary income for the recent three years.
Ancillary income is defined as incone that was derived from operations
directly related to insurance (such as prem um finance revenues and
menber shi p dues but not insurance premun). Expenses associated wth
collecting ancillary income nust not be deducted from the ancillary
i ncone.

Exhi bit 17-Federal |nconme Tax Rate

I ndi cate how the federal income tax rates in row 25 on CA-RA5 were
determ ned by providing the federal incone tax rate reported for the
nost recent three years. Gve a full account of all the tax credits and
of fsets that were used or available to the insurer.

Exhi bit 18-Projected | nvestnent |ncone Ratio

Show how the projected investnment incone ratio in row 26 on CA-RAS5 was
deri ved. This exhibit also should show the insurer's California
investnment incone ratio for the nobst recent three years and the
California average realized capital gains for the last recent five
years.

Exhi bit 19-Loss Reserves, Loss Adjustnent Expense Reserves, and Unearned
Prem um Reserves

I ndicate how the |oss reserves, LAE reserves, and unearned prem um
reserves in rows 27, 28, and 29 on CA-RA5 were derived. Provi de two
years of the nost recent cal endar year data for each of these reserves.
This exhibit MJST reconcile with the page 14 of the annual statenent.
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Exhi bit 20-Insurer’'s Ratemaki ng Cal cul ati ons

Provide a full explanation of the developnent of +the insurer's
calculations of the indicated rate change and proposed overall rate
change. The conponents indicated in the CA-RA5 pages plus any

additional relevant ratenaking data should reconcile with Exhibit 20,
otherwise a full explanation nust be provided.

Exhibit 21-Rate Distribution

Denonstrate how the proposed earned premumw || be allocated anong the
rating factors. Provide the current and proposed base rates as well as
t he percentage change for each base rate. This exhibit should provide
the current and proposed base premiumto determ ne the overall inpact
for ALL the changes.

Exhibit 22-Rate C assification Relativities

Provide |oss experience to support the changes in all rate
classification relativities. This exhibit should provide current,
i ndi cated and proposed relativities. (Note: Exhibit 22 applies to al
lines other than Private Passenger Autonobile. For Private Passenger
Aut onobil e, a separate classification plan filing nust be submtted.)

Exhi bit 23- New Program

Expl ain the source used to develop the rates for the new program (such
as an affiliated conpany or unaffiliated conpany). For new prograns
that are based upon the | oss costs of an advisory organization, indicate
the edition date of the |oss costs that are adopted by the insurer,
state the loss costs nultiplier to be applied (should be the | atest
edition), and detail how the loss cost nultiplier was devel oped
(i ncluding a breakdown of expenses, unallocated | oss adjustnent factor,
and trend factor).

ldentify if the new program or a simlar program has been witten in
California by the insurer or an affiliated conpany. Explain the reason
for the new program devel opnent and the rel ati onship and/or differences
bet ween the proposed rates, coverage, and underwiting requirenents to
any simlar existing prograns.

|f the program has not been witten in California by the insured or
affiliate, indicate if the new program has been witten in another
state. Again, describe howthe rates were determ ned.

Explain if the out-of-state rates were considered in the cal cul ati on of
California rates.
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Al new program filings nmust contain the corresponding rules, rates,
underwriting guidelines, and forns. At a mninum the CA-RA5 pages nust
be conpleted with projected data using the projected colunm. These are
line nunbers 1, 2, 5, 6, 7, 17, 18, 19, 20, 21, 27, 28 and 29.

New prograns with entirely new concepts and w thout any source or basis
from which rating data may be available nust be submtted with a
statistical plan that shows how data will be captured for future rate
devel opnent .

Exhi bit 24-Goup Filing

I dentify, support and explain the rate differentials applied by the
conpanies within the group filing.
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